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access.?’ 1In addition, the Commission should cap the
discount for which reimbursement would be available at the
deepest volume discount level that is offered by the carrier
for similar service to a commercial user.>’ Carriers should
not be required to inform each school and library within
their geographic serving area of the available discounts;
such notice can be more efficiently handled through
educational and library associations.3?!

Reimbursement in the amount of the special
discount for a telecommunications service provided by any
carrier to a qualified public institutional user should be
funded by the NUSF. Funding to further promote education or
public health should come from public funds, although it may
be reasonably anticipated that many industry participants
will continue to voluntarily offer other products and

services at special rates for these users.

29 NPRM, ¥ 83. Discounts off rates for telecommunications
services could include access rates, flat-rate pricing

plans or packages offering a specified number of hours-
of -use.

30 14.  For example, if a carrier provides a school with one

T1.5 interoffice channel at $2304 per month (a rate
normally available only to customers who make a minimum
monthly revenue commitment of $10,000 per month for one
year) rather than a rate of approximately $3200 for a
single T1.5 channel of comparable length in the same
geographic area, the carrier could seek reimbursement
from the NUSF for the $896 special discount.

31 NpRM, 9 84.
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III. UNIVERSAL SERVICE SUPPORT SHOULD BE AVAILABLE TO
ELIGIBLE CARRIERS AND A NEUTRAL THIRD PARTY SHOULD
ADMINISTER THE FUND.

It is also important that the Commission specify
appropriate criteria to guide the states in determining
which carriers are eligible to receive subsidies from the
NUSF. § 214(e) (1). To qualify for subsidy payments, the
carrier must provide either the core services identified
above as a basic stand-alone service offering.32
Specifically, any carrier willing to offer and advertise
such services and provide them by using its own facilities,
using another carrier's unbundled network elements per
§ 251 (c) (3) of the Act (paying the full TSLRIC of the
relevant components), or by any combination of such
facilities and elements, should be entitled to receive the

subsidy on behalf of the subscribers it serves.>?

Such a
rule is necessary to ensure that the NUSF support mechanism
is competitively neutral and to encourage the new local

entry that is the main purpose of the Act.

32 To the extent any incumbent LEC telephone network does

not currently have the capability of providing these core
services, it should be upgraded. NUSF support should be
available to the extent that such upgrades increase local
service rates above generally affordable levels.
33 NPRM, 99 41-44. Carriers should be required to certify
that they meet these qualifications and that the
subsidies received will be used for their intended
purpose.
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Finally, the Commission should adopt a specific
set of principles and procedures under which the new,
consolidated support mechanism will be administered.
Specifically, the new regime should be administered by a
neutral organization not affiliated with any

. . : 34
telecommunications carrier.

After the new regime has been
put in place and initial subsidy levels set by the
Commission, the administrator should determine the amount of
the surcharge (based on guidelines established by the
Commission and the Joint Board), collect surcharge receipts
from service providers, distribute subsidy payments to
carriers serving eligible subscribers, grant surcharge
credits to resellers for the surcharge they pay to their
facilities-based carriers, and enforce the eligibility
criteria. The administrator should also administer direct,
non-customer dependent subsidies (e.g., high cost funds) to

small rural LECs.35

34 NPRM, 99 127-131. For example, a major accounting firm,

electronic data processor or financial institution could
bid on becoming the NUSF administrator.
*> The Commission's authority under § 214 (e) to designate
eligible carriers to provide (and receive support for)
interstate services should also be delegated to the
administrator, under guidelines articulated by the Joint

Board and the Commission, and subject to review by the
Commission.
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CONCLUE ION
Por the reascns stated above, the Cammission
should adopt a new competitively neutral system of providing
for universal service, sc as not t¢ impede the development
of local competition as mandated by the 1996 Act.

Regpectfully submitted,
AT&T CORP.

Judy Seilo

Room 324401
295 North Maple Avenue

Basking Ridge, New Jersey 07920
(908) 221-8984

Its Attorneys

April 12, 1996
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HOW TO CALCULATE THE SUBSIDY
USING A PROXY MODEL SUCH AS THE BCM

The Commission should require the TSLRIC standard
for identifying the cost of the core set of essential
services qualifying for potential universal service subsidy
support. To the extent that the TSLRIC of serving a
particular area would exceed what constitutes an "affordable
rate" (as defined by the Joint Board), the LEC or ALEC
serving the customer should be eligible to receive federal
support for the difference between the TSLRIC and the
affordable rate. A proxy model employing methodologies
similar to those used by the Benchmark Costing Model
("BCM"), with certain enhancements, could be used for this
purpose.

The BCM was developed jointly by Sprint, NYNEX,

U S WEST and MCI. The BCM uses a database which assigns
each Census Block Group ("CBG") in the United States to a
specific LEC wire center. Using this database, it is
possible to disaggregate cost studies to the wire center
level. The wire center detail, in conjunction with customer
location data, can be used to identify the subsidy
applicable to a specific subscriber in order to implement
subsidy portability. The database also allows for
aggregation to higher levels, such as by population density
zone, telephone company operating territory, or entire
state. To further improve the BCM modeling process, several

enhancements need to be made.
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First, the BCM does not have business lines and
multiple-line residences in the loop plant, and thus
undersizes the loop plant capacity and overstates the unit
cost. Business lines and multiple-line residence lines
should be included in the BCM modeling process.

Second, the BCM should use TSLRIC investment per
line in DLC (digital line carrier) equipment. The TSLRIC
investments are more accurate than the default values used
by the BCM.

Third, BCM makes an overall calculation using a
single fixed nationwide multiplier to estimate expenses and
capital carrying costs based on the total investment in the
distribution network. A necessary improvement would be to
break the loop investment into categories for applying
company-specific expense factors based on ARMIS reports, and
to compute capital carrying costs for the network
investment. This allows for varying economic life,
debt/equity ratio, cost of capital, and other financial
factors to gauge their effects on the overall monthly cost
results.

Fourth, the BCM should be enhanced to compute

investment for customer drops and network interface devices.
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DEAVERAGING THE SUBSIDY: AN ILLUSTRATIVE EXAMPLE

To the extent that there is an average subsidy
identified for a company serving area, it may be based on
disparate costs between density zones within that serving
area. Instead of deaveraging the retail rates within the
company serving area, the subsidy itself may be deaveraged,
by density zone, to reflect those disparate costs.

In the example (shown on the Table on the
following page), the nationwide average affordable local
rate is assumed to be $17. 1In those Tier 1 density zones
(A and B) where the cost, based on TSLRIC, exceeds $17, all
providers are eligible for a national subsidy up to the
difference between the TSLRIC and the nationwide affordable
rate. In this example, the cost to provide basic local
exchange service in density zone A is $50, and the
nationwide affordable rate is $17. Therefore, the serving
carrier that wins any customer in zone A can draw $33 per
primary residential line from the national New Universal
Service Fund ("NUSF").

To the extent a state commission wants to maintain
the current local rate, it may establish a separate
competitively neutral state USF. to subsidize the difference
between the current local rate and the nationwide affordable
rate -- 1in those density zones where the TSLRIC cost is
greater than the nationwide affordable rate. Thus, as shown
on the Table, if a state fund is established, the carriers

serving subscribers in density zones A and B would be
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eligible for an additional $10 and $3 per subscriber,
respectively, from the state fund in each of those zones.
(Of course, the state commission may alternatively adjust
local rates to more closely reflect underlying costs rather
than creating this additional subsidy). It should be noted
that (as shown on the Table) although the current local rate
in density zone E ($15), for example, is also below the
nationwide affordable rate ($17), no state funding is
warranted because the current local rate is compensatory,

i.e., the TSLRIC cost ($12) is less than the current local

rate ($15).
Nationwid

Tier 1 Current Affordable TSLRIC National State
Density Zones' Rate Rate Costs Subsidy® Subsidy’
A (<5) $7 $17 $50 $33 $10
B: (5-200) $14 $17 $20 $3 $3
C: (200 - 650) $16 $17 $15 none none
D: (650 - 850) $16 $17 $14 none none
E: (850 - 2550) $15 $17 $12 none none
F: (>2550) $15 $17 $11 none none

Households per square mile.

Calculation determined as TSLRIC rate less nationwide
affordable rate.

Calculation determined based on nationwide affordable
rate less current rate for basic local exchange service,
for lines where the current local rate is below TSLRIC.



SENT BY:#3 NEWER XEROX 7 4-12-96 7 4:22PN ;285 N. NAPLE LAW- 202 457 3759:# 8/ 5

CERTIFICATR OF SERVICE

I, Diane Danyo, do hereby certify that on thia
12th day of April, 1996, a copy of the foregoing Comments of
ATET Corp. was malled by U.S. first class mail, postage
prepaid, to the parties on the attached Service List.

Diane Danyo 2




RVIC

IST

(CC Docket 96-45)

The Honorable Reed E. Hundt, Chairman
Federal Communications Commission
1919 M St., NW -- Rm. 814

Washington, DC 20554

The Honorable Andrew C. Barrett, Commissioner
Federal Communications Commission

1919 M St., NW -- Rm. 826

Washington, DC 20554

The Honorabie Susan Ness, Commissioner
Federal Communications Commission
1919 M St.,, NW - Rm. 832

Washington, DC 20554

The Honorable Julia Johnson, Commissioner
Florida Public Service Commission

Capital Circle Office Ctr.

2540 Shumard Oak Bivd.

Tallahassee, FL 32399-0850

The Honorable Kenneth McClure, Vice Chairman
Missouri Public Service Commission

301 W. High St., Suite 530

Jefferson City, MO 65102

The Honorable Sharon L. Neison, Chairman
Washington Utilities and Transportation Commission
P.O. Box 47250

Olympia, WA 98504-7250

The Honorable Laska Schoenfelder, Commissioner
South Dakota Public Utilities Commission

500 E. Capital Ave.

Pierre, SD 57501

Martha S. Hogerty

Public Counsel for the State of Missouri
P.O. Box 7800

Harry S. Truman Bldg., Rm. 250
Jefferson City, MO 65102

Deborah Dupont, Federal Staff Chair
Federal Communications Commission
2000 L St., NW, Suite 257
Washington, DC 20036

Paul E. Pederson, State Staff Chair
Missouri Public Service Commission
P.O. Box 360

Truman State Office Bidg.

Jefterson City, MO 65102

Eileen Benner

Idaho Public Utilities Commission
P.O. Box 83720

Boise, ID 83720-0074

Charles Bolie

South Dakota Public Utilities Commission
State Capital, 500 E. Capital Ave.

Pierre, SD 57501-5070

William Howden

Federal Communications Commission
2000 L St., NW, Suite 812
Washington, DC 20036

Lorraine Kenyon

Alaska Public Utilities Commission
1016 W. Sixth Ave., Suite 400
Anchorage, AK 99501

Debra M. Kriete

Pennsylvania Public Utilities Commission
P.O. Box 3265

Harrisburg, PA 17105-3265

Clara Kuehn

Federal Communications Commission
2000 L St., NW, Suite 257
Washington, DC 20036

Mark Long

Florida Public Service Commission
2540 Shumard Oak Blvd.

Gerald Gunter Bldg.

Tallahassee, FL 32399-0850

Samuel Loudenslager

Arkansas Public Service Commission
P.O. Box 400

Little Rock, AR 72203-0400



Sandra Makeeff

lowa Utilities Board
Lucas State Office Bldg.
Des Moines, |IA 50319

Philip F. McClelland

Pennsylvania Office of Consumer Advocate
1425 Strawberry Square

Harrisburg, PA 17120

Michael A. McRae

D.C. Office of the People's Counsel
1133 15th St., NW — Suite 500
Washington, DC 20005

Rafi Mohammed

Federal Communications Commisison
2000 L St., NW, Suite 812
Washington, DC 20036

Terry Monroe

New York Public Service Commission
Three Empire Plaza

Albany, NY 12223

Andrew Mulitz

Federal Communications Commission
2000 L St., NW, Suite 257
Washington, DC 20036

Mark Nadel

Federal Communications Commission
1919 M St., NW, Rm. 542
Washington, DC 20554

Gary Oddi

Federal Communications Commission
2000 L St., NW, Suite 267
Washington, DC 20036

Teresa Pitts

Washington Utilities and Transportation Commission
P.O. Box 47250

Olympia, WA 88504-7250

Jeanine Poltronieri

Federal Communications Commission
2000 L St., NW, Suite 257
Washington, DC 20036

James Bradford Ramsay

National Assn. of Regulatory Utility Commissioners
1201 Constitution Ave., NW

Washington, DC 20423

Jonathan Reel

Federal Communications Commission
2000 L St., NW, Suite 257
Washington, DC 20036

Brian Roberts

California Public Utilities Commission
505 Van Ness Ave.

San Francisco, CA 94102-3298

Gary Seigel

Federal Communications Commission
2000 L St., NW, Suite 812
Washington, DC 20036

Pamela Szymczak

Federal Communications Commission
2000 L St., NW, Suite 257
Washington, DC 20036

Whiting Thayer

Federal Communications Commission
2000 L St., NW, Suite 812
Washington, DC 20036

Deborah S. Waldbaum

Colorado Office of Consumer Counsel
1580 Logan St., Suite 610

Denver, CO 80203

Alex Belinfante

Federal Communications Commission
1919 M St., NW

Washington, DC 20554

Larry Povich

Federal Communications Commission
1919 M St., N\W

Washington, DC 20554



